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Empirically, | identify the dynamic process of regime switching by the nonlinearity of accumulative investment response to an
increase vs. a decrease in the real interest rate.

In the short run, investment decreases with a lower interest rate more than increases with a higher interest rate.
In the long run, investment increases with a higher interest rate more than decreases with a lower interest rate.
The regime switching from a severe to mild recession occurred within a year after a real interest rate shock.

The asymmetry results well echo my theoretical prediction of a positive relation between investment and the interest rate in a
liquidity trap.
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The policy implication of this study supports a timely exit from QE and necessary increases in the policy interest rate in due course.



